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he made exploration expenditures in the 
amount of $100,000 in 1955 which he elected to 
defer under section 615(b). This is the only 
year in which B has used section 615. C con-
tributes only cash to the partnership and has 
not previously used section 615. Subject to 
the limitations of section 615, for taxable 
years beginning before July 7, 1960, A may 
deduct or defer exploration expenses for two 
more taxable years (either as to expenditures 
incurred by him individually or with respect 
to his distributive share of partnership ex-
ploration expenses). B may deduct or defer 
exploration expenditures for three more 
years, and C may deduct or defer exploration 
expenditures for four years. For taxable 
years beginning after July 6, 1960, subject in 
each case to the $100,000 limitation per year, 
A may deduct or defer exploration expendi-
tures in an amount not in excess of $250,000 
($400,000–$150,000), either as to expenditures 
incurred by him individually or with respect 
to his distributive share of partnership ex-
ploration expenditures. B may similarly de-
duct or defer exploration expenditures in an 
amount not in excess of $300,000 ($400,000– 
$100,000), and C may deduct or defer explo-
ration expenditures in an amount not in ex-
cess of $400,000. 

[T.D. 6685, 28 FR 11405, Oct. 24, 1963; as 
amended by T.D. 7192, 37 FR 12939, June 30, 
1972] 

§ 1.615–5 Time for making election 
with respect to returns due on or 
before May 2, 1960. 

In the case of any taxable year begin-
ning after December 31, 1953, and end-
ing after August 16, 1954, the income 
tax return for which is due not later 
than May 2, 1960, the time for exer-
cising any option or making any elec-
tion under section 615 shall expire on 
May 2, 1960. 

§ 1.615–6 Election to deduct under sec-
tion 615. 

(a) General rule. The election to de-
duct or defer exploration expenditures 
under section 615 shall be made in a 
statement filed with the director of the 
Internal Revenue service center with 
whom the taxpayer’s income tax return 
is required to be filed. If the election is 
made within the time period prescribed 
for filing an income tax return (includ-
ing extensions thereof) for the first 
taxable year ending after September 12, 
1966, during which the taxpayer pays or 
incurs expenditures which are within 
the scope of section 615 and which are 
paid or incurred by him after Sep-

tember 12, 1966, this statement shall be 
attached to the taxpayer’s income tax 
return for such taxable year. If the 
election is made after the time pre-
scribed for filing such return but before 
the expiration of the period (described 
in paragraph (e) of this section) for 
making the election under section 
615(e), the statement must be signed by 
the taxpayer or his authorized rep-
resentative. The statement shall be 
filed even though the taxpayer charges 
to capital account all such expendi-
tures paid or incurred by him during 
such taxable year after such date. The 
statement shall clearly indicate that 
the taxpayer elects to have section 615 
apply to all amounts deducted or de-
ferred by him with respect to explo-
ration expenditures paid or incurred 
after September 12, 1966, and before 
January 1, 1970. If the taxpayer desires, 
he may file this statement by attach-
ing it to his return for a taxable year 
prior to the first taxable year ending 
after September 12, 1966, in which he 
pays or incurs exploration expendi-
tures. Except as provided in paragraph 
(b) of this section, if the taxpayer does 
not file such a statement within the 
period prescribed by section 615(e) and 
paragraph (e) of this section, any 
amounts deducted by him with respect 
to exploration expenditures paid or in-
curred after September 12, 1966, will be 
deemed to have been deducted pursuant 
to an election under section 617(a). 

(b) Exception. The last sentence of 
paragraph (a) of this section shall not 
apply if all exploration expenditures 
paid or incurred by the taxpayer after 
September 12, 1966, and before January 
1, 1970, and deducted by him on his in-
come tax return for the first taxable 
year ending after September 12, 1966, 
during which he pays or incurs such ex-
penditures are outside the scope of sec-
tion 617(a) (as it existed before its 
amendment by section 504(b) of the Tax 
Reform Act of 1969). For example, as-
sume that, in his return for his taxable 
year ending December 31, 1966, a cal-
endar-year taxpayer deducts explo-
ration expenditures paid or incurred 
after September 12, 1966, and does not 
attach to his return the statement de-
scribed in paragraph (a) of this section. 
However, all of the exploration expend-
itures paid or incurred by the taxpayer 
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after September 12, 1966, and before the 
end of the taxable year were paid or in-
curred with respect to minerals located 
neither in the United States nor on the 
Outer Continental Shelf. The taxpayer 
will be deemed to have made an elec-
tion under section 615(e) by deducting 
all or part of those expenditures as ex-
penses in his income tax return. 

(c) Information to be furnished. A tax-
payer who makes or has made an elec-
tion under section 615(e) with respect 
to expenditures paid or incurred after 
September 12, 1966, and before January 
1, 1970, shall indicate clearly on his in-
come tax return for each taxable year 
for which he deducts any such expendi-
tures the amount of the deduction 
claimed under section 615 (a) or (b) 
with respect to each property or mine. 
The property or mine shall be identi-
fied by a description adequate to per-
mit application of the rules of section 
615(g) (relating to effect of transfer of 
mineral property). 

(d) Effect of election—(1) In general. A 
taxpayer who has made or is deemed to 
have made an election under section 
615(e) may not make an election under 
section 617(a) with respect to expendi-
tures made before January 1, 1970, un-
less, within the period set forth in sec-
tion 615(e), he revokes his election 
under section 615(e). Except as provided 
in paragraph (a)(2) of § 1.615–2, a tax-
payer who makes an election under 
section 615(e) may not change his 
treatment of exploration expenditures 
deducted, deferred, or capitalized pur-
suant to such election unless he re-
vokes the election made under section 
615(e). 

(2) Transfer of mineral property. The 
binding effect of a taxpayer’s election 
under section 615(e) shall not be af-
fected by his receiving property with 
respect to which deductions have been 
allowed under section 617(a). However, 
see section 615(g)(2) and § 1.615–7 for 
rules under which amounts deducted 
under section 615 by a transferor may 
be subject to recapture in the hands of 
a transferee who has made an election 
under section 617(a). See § 1.617– 
3(d)(2)(ii) for rules under which 
amounts deducted under section 617(a) 
by a transferor may be subject to re-
capture in the hands of a transferee 

who has made an election under sec-
tion 615(e). 

(e) Time for making election under sec-
tion 615(e). A taxpayer may not make 
an election under section 615(e) after 
the expiration of the 3-year period be-
ginning with the date prescribed by 
section 6072 or other provision of law 
for filing the taxpayer’s income tax re-
turn for the first taxable year ending 
after September 12, 1966, in which the 
taxpayer pays or incurs expenditures 
to which section 615(a) would apply if 
an election were made under section 
615(e). This 3-year period shall be deter-
mined without regard to any extension 
of time for filing the taxpayer’s income 
tax return for such year. An election 
under section 615(e) may not be made 
after the expiration of the 3-year pe-
riod even though the taxpayer charged 
to capital account, or erroneously de-
ducted as development expenditures 
under section 616, all exploration ex-
penditures paid or incurred by him 
after September 12, 1966, and before the 
end of his first taxable year ending 
after September 12, 1966, in which he 
paid or incurred such expenditures. 

(f) Revocation of section 615(e) elec-
tion—(1) Manner of revoking election. A 
taxpayer may revoke an election made 
by him under section 615(e) by filing 
with the director of the Internal Rev-
enue service center with whom the tax-
payer’s income tax return is required 
to be filed, within the period set forth 
in subparagraph (2) of this paragraph, a 
statement, signed by the taxpayer or 
his authorized representative, which 
sets forth that the taxpayer is revok-
ing the election previously made by 
him with respect to exploration ex-
penditures paid or incurred after Sep-
tember 12, 1966, and states with whom 
and where the document making the 
election was filed. Such revocation 
shall be a revocation for all taxable 
years for which the taxpayer’s election 
was in effect and the taxpayer revoking 
such an election shall file amended in-
come tax returns, reflecting any in-
crease or decrease in tax attributable 
to the revocation of election. In apply-
ing the revocation of election to the 
years affected there shall be taken into 
account the effect that any adjust-
ments resulting from the revocation of 
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election shall have on other items af-
fected thereby (such as the deduction 
for charitable contributions, the for-
eign tax credit, net operating loss, and 
other deductions or credits the amount 
of which is limited by the taxpayer’s 
income) and the effect that adjust-
ments of any such items have on items 
in other taxable years. 

(2) Time for revoking election under sec-
tion 615(e). An election under section 
615(e) may be revoked at any time be-
fore the expiration of the 3-year period 
described in paragraph (e) of this sec-
tion. Such an election may not be re-
voked after the expiration of the 3-year 
period. 

(3) Additional information to be fur-
nished by a transferor of mineral prop-
erty. If, before revoking his election, 
the taxpayer has transferred any min-
eral property with respect to which he 
deducted exploration expenditures paid 
or incurred after September 12, 1966, 
and before January 1, 1970, to another 
person in a transaction as a result of 
which the basis of such property in the 
hands of the transferee is determined 
by reference to the basis in the hands 
of the transferor, the statement sub-
mitted pursuant to subparagraph (1) of 
this paragraph shall state that such 
property has been so transferred and 
shall identify the transferee, the prop-
erty transferred, and the date of the 
transfer. The preceding sentence shall 
not apply in the case of any mineral 
property transferred after December 31, 
1969. 

(g) Taxable years beginning before Sep-
tember 13, 1966, and ending after Sep-
tember 12, 1966—(1) In general. An elec-
tion made under section 615(e) applies 
only to expenditures paid or incurred 
after September 12, 1966. The income 
tax treatment of exploration expendi-
tures paid or incurred before Sep-
tember 13, 1966, will be determined in 
accordance with the provisions of sec-
tion 615 prior to its amendment by the 
Act of September 12, 1966 (Public Law 
89–570, 80 Stat. 759). If a taxpayer 
makes an election under section 615(e) 
in his income tax return for a taxable 
year which begins before September 13, 
1966, and which ends after September 
12, 1966, amounts deducted and 
amounts deferred under section 615 
with respect to expenditures paid or in-

curred during such taxable year but be-
fore September 13, 1966, will be taken 
into account in determining whether 
the $100,000 limitation set forth in sec-
tion 615(a) is reached during the tax-
able year. Similarly, a taxpayer who 
makes an election under section 615(e) 
shall take into account expenditures 
deducted or deferred under section 615 
for the period prior to September 13, 
1966, in determining when the $400,000 
overall limitation set forth in section 
615(c) is reached. The fact that a tax-
payer deducts or defers under section 
615 exploration expenditures paid or in-
curred prior to September 13, 1966, 
shall not affect his right to make an 
election under section 617(a) to deduct 
under section 617 expenditures paid or 
incurred after September 12, 1966. 

(2) Allocation in case of inadequate 
records. If a taxpayer pays or incurs ex-
ploration expenditures during a taxable 
year beginning before September 13, 
1966, and ending after September 12, 
1966, but his records as to any mine or 
property are inadequate to permit a de-
termination of the amount paid or in-
curred during the portion of the year 
ending after September 12, 1966, and 
the amount paid or incurred on or be-
fore such date, the exploration expendi-
tures, as to which the records are inad-
equate, paid or incurred with respect to 
the mine or property during the tax-
able year shall be allocated to each 
part year (that is, the part occurring 
before September 13, 1966, and the part 
occurring after September 12, 1966) in 
the same ratio which the number of 
days in each such part year bears to 
the number of days in the entire tax-
able year. For example, if the records 
of a calendar year taxpayer for 1966 are 
inadequate to permit a determination 
of the amount of exploration expendi-
tures paid or incurred with respect to a 
certain mine or property after Sep-
tember 12, 1966, and the amount paid or 
incurred before September 13, 1966, 255/ 
365 of the total exploration expendi-
tures paid or incurred by the taxpayer 
with respect to the mine or property 
during 1966 shall be allocated to the pe-
riod beginning January 1, 1966, and end-
ing September 12, 1966, and 110/365 of 
the total exploration expenditures paid 
or incurred with respect to the mine or 
property during 1966 shall be allocated 
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to the period beginning September 13, 
1966, and ending December 31, 1966. 

(3) Partnership elections. With respect 
to exploration expenditures paid or in-
curred by a partnership before Sep-
tember 13, 1966, the option to deduct 
under section 615(a) and the election to 
defer under section 615(b) shall be made 
by the partnership, rather than by the 
individual partners. With respect to ex-
ploration expenditures paid or incurred 
by a partnership after September 12, 
1966, all elections under sections 615 
and 617 as to the tax treatment of a 
partner’s distributive share of explo-
ration expenditures paid or incurred by 
a partnership of which he is a member 
shall be made by the individual part-
ner, rather than by the partnership. 
See section 703(b) and the regulations 
thereunder. 

[T.D. 7192, 37 FR 12939, June 30, 1972] 

§ 1.615–7 Effect of transfer of mineral 
property. 

(a) Transfer before election by trans-
feror. (1) If mineral property is trans-
ferred in a transaction as a result of 
which the basis of the property in the 
hands of the transferee is determined 
in whole or in part by reference to the 
basis in the hands of the transferor and 
the transferor had not made an elec-
tion under either section 615(e) or 
617(a) at the time of the transfer, no 
election made by the transferor after 
the transfer shall apply with respect to 
expenditures properly chargeable to 
the transferred property which were 
paid or incurred before the date of the 
transfer. 

(2) For purposes of subparagraph (1) 
of this paragraph, a transferor of min-
eral property who made an election 
under section 617(a) or section 615(e) 
before the transfer but who revokes 
such election after such transfer and 
does not make an election under either 
section before the expiration of the 3- 
year period prescribed by section 6072 
or other provision of law for filing his 
income tax return for the taxable year 
in which such transfer occurred shall 
be treated with respect to such prop-
erty as not having made an election 
under either section. 

(b) Transfer after election by transferor. 
If a transferee who at the time of the 
transfer of a mineral property has not 

made an election under section 617(a) 
receives property in a transaction in 
which the basis of such property in his 
hands is determined in whole or in part 
by reference to its basis in the hands of 
the transferor and with respect to such 
property the transferor has deducted 
expenditures under section 617(a), the 
adjusted exploration expenditures 
properly chargeable to the property 
immediately after the transfer shall be 
treated as expenditures allowed as de-
ductions under section 617(a) to the 
transferee. See section 617 and the reg-
ulations thereunder. 

(c) Transfer after election by transferee. 
(1) If a transferee who makes an elec-
tion under section 617(a) receives be-
fore January 1, 1970, mineral property 
in a transaction in which the basis of 
such property in his hands is deter-
mined in whole or in part by reference 
to the basis of the property in the 
hands of the transferor and the trans-
feror had in effect at the time of the 
transfer an election under section 
615(e), an amount equal to the total of 
the amounts allowed as deductions to 
the transferor under section 615 with 
respect to the transferred mineral 
property shall be treated as expendi-
tures allowed as deductions under sec-
tion 617(a) to the transferee. The pre-
ceding sentence shall not apply to ex-
penditures which would not have been 
reflected in the basis of the property in 
the hands of the transferor had the 
transferor not made the section 615(e) 
election. 

(2) Any expenditures with respect to 
the transferred property deferred by 
the transferor under section 615(b) 
which are not allowed as deductions to 
him prior to transfer of the property 
may not be deducted by the transferee 
and in his hands shall be charged to 
capital account. 

[T.D. 7192, 37 FR 12940, June 30, 1972] 

§ 1.615–8 Termination of section 615. 
(a) In general. The provisions of sec-

tion 615 shall not apply to exploration 
expenditures paid or incurred after De-
cember 31, 1969. Expenditures paid or 
incurred before January 1, 1970, which 
were deferred under section 615(b) will 
be deductible under such section after 
such date as the units of ore or mineral 
discovered or explored by reason of 
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